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Abstract. With the booming development of the digital economy, the dominant position of platform
enterprises in various industries is gradually emerging. Many platform enterprises have formed market
monopolies through mechanisms such as mergers and acquisitions, data control, and network effects. This
monopoly phenomenon not only affects market competition and harms consumer interests, but also brings
problems such as data privacy breaches. This article explores the mechanism of platform enterprise
monopoly formation in the digital economy era, including factors such as increased market concentration,
data barriers, and cross-border expansion. At the same time, it analyzes the harm of platform monopoly,
such as damaged consumer welfare and limited market innovation. This article proposes effective regulatory
strategies to address these issues, including improving anti-monopoly laws, strengthening data supervision,
and promoting transparent platform operations. Finally, this article emphasizes the importance of
international cooperation in regulating the digital economy and calls for the establishment of a unified

regulatory framework worldwide.

1 Introduction

Against the backdrop of rapid development in the digital
economy, platform enterprises have quickly taken a
dominant position in the market through technological
innovation, data advantages, and network effects. With
the rapid rise of the platform economy, some platform
enterprises have gradually formed a monopoly situation
due to their huge market share, which has had a
profound impact on market competition, fairness, and
consumer welfare. Especially globally, the cross-border
layout of platform enterprises in multiple industry
sectors has not only enabled these enterprises to occupy
industry markets, but also formed deep competitive
barriers through resource integration and data control.
These phenomena have aroused widespread attention
from the government and academia on the mechanism
of platform enterprise monopoly formation and how to
formulate effective regulatory strategies.

This study aims to explore the mechanism of
platform enterprise monopoly formation in the digital
economy era, analyze the shortcomings of existing
regulatory  strategies, and propose effective
countermeasures. By analyzing how platform
enterprises utilize technology, data, and market rules to
form monopolies, this article provides theoretical
references and policy recommendations for improving
market regulation in the digital economy era.

* Corresponding author: 635641777@qq.com

2 Characteristics and Development of
Platform Enterprises under the
Background of Digital Economy

Digital economy is an economic form based on digital
technology, information technology, data resources and
Internet platform. In the digital economy, platform
enterprises, as core players, use advanced information
technology to connect suppliers and demanders, conduct
transactions and provide services through the Internet,
and promote the efficiency and speed of resource
allocation. The rise of platform economy has changed
traditional business models and brought about a new
market landscape.

The core feature of platform enterprises lies in their
business model - intermediary platforms. They generate
profits by providing trading venues, information
matching, payment settlement, and other services for
both parties involved in the transaction. Platform
enterprises not only make profits through transaction
commissions, but also through multiple methods such as
user data mining, advertising revenue, and value-added
services [1].

With the continuous development of technology, the
scale effect and network effect of platform enterprises
are becoming increasingly apparent. Network effect
refers to the fact that as the number of platform users
increases, the value and attractiveness of the platform
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also increase. For example, social platforms like
Facebook and Google have formed a "winner takes all"
situation through the increase in user numbers, further
increasing the competitive barriers for new entrants [2].

3 The Mechanism of Platform
Enterprise Monopoly Formation

In the era of digital economy, platform enterprises
gradually establish a monopoly position through a series
of mechanisms, making market competition
increasingly unfair. These mechanisms not only involve
market acquisition and data control, but also include
strategies such as network effects and cross-border
expansion, which collectively promote the market
concentration and monopoly formation of platform
enterprises, as shown in Figure 1.
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Fig. 1. The mechanism of platform enterprise monopoly formation.

3.1 Market Concentration Enhancement and
Mergers and Acquisitions

Platform enterprises often accelerate market share and
gradually eliminate potential competitors by acquiring
small competitors or technology innovation companies.
Large platform enterprises, with their advantages in
capital, technology, and market resources, can quickly
acquire start-up companies, especially those with
potential for innovation. Through mergers and
acquisitions, platform companies can quickly expand
their market share, consolidate their industry position,
and further reduce competitors in the market. This type
of acquisition not only enhances the platform's
technological innovation capabilities, but also allows it
to control a larger market share, thereby building strong
market barriers [3].

3.2 Network Effects and Economies of Scale

Network effect is one of the core mechanisms for
platform enterprises to form monopolies. The value of
the platform continues to increase with the number of
users, making it more attractive and attracting more
users to join. E-commerce platforms such as Amazon
and Taobao have formed strong market dominance
through their large user base, making it difficult for new
competitive platforms to compete for consumers in a
short period of time [4]. For example, the more frequent
the interaction between buyers and sellers, the better the
services provided by the platform can meet user needs,

thereby forming a "virtuous cycle" and intensifying the
concentration of the platform market.

3.3 Data Control and Implicit Competitive
Barriers

In the monopoly of platform enterprises, data plays a
crucial role. By collecting and analyzing user behavior,
transaction data, and other information, the platform can
accurately grasp user needs, optimize services, and
enhance user experience. The huge data advantage
enables platform enterprises not only to enhance their
market competitiveness, but also to build invisible
competitive barriers, making it difficult for emerging
enterprises to compete with them. For example,
platforms such as Google and Facebook have created
data barriers through massive user data, hindering the
entry of emerging enterprises and consolidating their
market dominance [5].

3.4 Cross Border Expansion and Industry
Penetration

Many platform enterprises not only dominate their
original industries, but also expand and penetrate into
other industries through cross-border expansion to
further strengthen their market position. For example, in
addition to having a strong market share in the e-
commerce field, Alibaba has also achieved cross
industry resource integration through Alipay's layout in
the financial payment field, the expansion of the novice
network in the logistics field, cloud computing services
and other diversified strategies [6]. This cross-border
integration not only enhances the comprehensive
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competitiveness of platform enterprises, but also
reduces the possibility of other competitors entering by
integrating resources from different fields.

3.5 Algorithm and Pricing Strategy

Platform enterprises optimize pricing mechanisms
through precise algorithms, use dynamic pricing
strategies to meet the needs of different consumers, and
enhance platform attractiveness through precise market
matching. Pricing algorithms can adjust prices in real-
time based on various factors such as market demand,
user behavior, and supply situation, thereby improving
the platform's profitability. However, this algorithm
pricing gradually reduces the transparency of market
prices, making it difficult for consumers to judge price
differences between different platforms, further
enhancing the platform's ability to manipulate the
market. Under this mechanism, the platform can not
only attract users through precise pricing, but also
weaken the market share of other competitors by
restricting price competition [7].

The role of these monopoly formation mechanisms
is becoming increasingly prominent in the digital

Restricted
Market
Innovation

economy era, and platform enterprises are continuously
deepening their market monopolies through various
means, posing severe challenges to traditional market
competition mechanisms.

4 The Harm and Impact of Platform
Enterprise Monopoly in the Digital
Economy

In the context of rapid development of the digital
economy, the monopoly phenomenon of platform
enterprises has become increasingly prominent.
Although the market dominance of platform enterprises
can to some extent improve efficiency, reduce costs, and
promote industrial integration, the negative impact and
social harm brought by their monopoly cannot be
ignored. Monopoly is not limited to the competitive
behavior of enterprises, but also involves the interests of
consumers, the innovation drive of the market, data
privacy and security issues, and social and economic
inequality. The following are the main harms and
impacts brought by platform enterprise monopolies, as
shown in Figure 2.
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Fig. 2. The harm and impact of platform enterprise monopoly in the digital economy

4.1 Damaged Consumer Interests

The most direct impact of platform enterprise monopoly
is the damage to consumer interests. In a monopolistic
market, platform enterprises can obtain excess profits by
controlling market supply, increasing prices, and
reducing service quality. The monopoly phenomenon is
particularly evident in industries such as e-commerce
platforms and food delivery platforms. For example,
some e-commerce platforms increase merchant costs by
raising commission rates and forcing merchants to
participate in certain fee-based services, which are
ultimately passed on to consumers [8]. In addition, the
platform's control over price setting compresses
consumers' choice space, and the prices of goods or
services may not necessarily reflect the actual supply

and demand situation in the market, often exceeding the
price level during fair competition. Consumers not only
face price increases, but may also fall into a state of
"platform dependence" due to a lack of choices, further
weakening their market discourse power.

4.2 Restricted Market Innovation

The monopoly of platform enterprises will greatly limit
the innovation capability of the market. When a few
platform enterprises dominate the market, the barriers to
entry for small businesses and startups continue to
increase, and pressures in terms of funding, technology,
resources, etc. make it difficult for these emerging
enterprises to survive and develop. Platform enterprises
firmly control innovation resources in their own hands
and gradually eliminate competitors through means such
as mergers and acquisitions, technology blockades, and
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data barriers [9]. This trend of market concentration not
only suppresses the possibility of technological
innovation and business model innovation, but also
leads to a decline in the overall innovation vitality of the
industry. For example, monopolistic enterprises in fields
such as electronic payments and shared mobility often
use technological barriers and large-scale capital
operations to squeeze competitors out of the market,
weakening the experimental and development space for
emerging business models. In the long run, this limited
innovation situation may affect the technological
progress and economic growth of the entire industry and
even society.

4.3 Data Privacy and Security Issues

Another major hidden danger brought by platform
enterprise monopoly to society is data privacy and
security issues. Modern platform enterprises rely on
massive amounts of data for business operations and
decision-making, especially the collection of personal
privacy data and consumption data, enabling the
platform to accurately predict consumer needs and
optimize services. However, platform enterprises often
have serious privacy protection vulnerabilities in their
control over this data. On the one hand, the platform
may not be able to fully inform users of the purpose and
scope of their data usage during the data collection
process [10]. On the other hand, even if users agree to
the platform's data usage agreement, the risks of data
abuse, leakage, and improper use still exist. Taking
Facebook and Google as examples, these platforms have
faced multiple legal lawsuits and huge fines due to
issues such as data breaches and privacy abuse, and have
even sparked widespread public concerns about data
security. When a platform monopolizes the market, the
scope of data leakage is wider and the potential social
risks are higher, which poses a great threat to consumer
privacy and security.

4.4 Economic and Social Inequality

The monopoly of platform enterprises not only allows
them to obtain excess profits, but may also exacerbate
economic inequality in society. Monopolistic
enterprises deprive other enterprises and individuals of
fair competition opportunities through the concentration
of market resources, leading to a widening gap between
the rich and the poor. Platform monopolies often lead to
a high concentration of resources such as capital,
technology, and talent, with only a few companies or
institutions able to share these resources, resulting in
unequal market opportunities. For ordinary consumers,
they may bear excessive consumption costs due to
platform price control; For small businesses, due to the
commission policies and market restrictions of the
platform, they often cannot obtain equal opportunities to
compete with large enterprises. More seriously, the
market control of a few platform enterprises is too strong,
which may even affect policy-making, hinder the
fairness and transparency of market rules, and further
exacerbate social wealth inequality and class

stratification. Ultimately, the inequality brought about
by platform enterprise monopolies is not only a matter
of wealth distribution, but may also cause widespread
trust crises and social unrest at the societal level.
Overall, the harm caused by platform enterprise
monopoly far outweighs the economic benefits it brings.
From the damage to consumer interests to the loss of
innovation vitality, to the risks of data privacy and
socio-economic inequality, the negative impact of
platform monopolies has permeated every aspect of
society. In order to address these issues, in addition to
strengthening anti-monopoly supervision of platform
enterprises and formulating reasonable industry rules,
countries around the world also need to strengthen
cooperation to jointly maintain a fair competition
environment in the digital economy era, safeguard
consumer rights and overall social welfare [11].

5 Regulatory Strategies for Platform
Enterprise Monopoly

Faced with the monopoly problem of platform
enterprises, governments of various countries have
adopted different regulatory strategies. In the era of
digital economy, how to effectively regulate the
monopolistic behavior of platform enterprises has
become an important policy issue, as shown in Figure 3.
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Fig. 3. Regulatory strategies for platform enterprise monopoly

5.1 Antitrust Law and Regulatory Mechanism

Traditional antitrust laws face adaptability issues,
especially in the regulation of platform enterprises,
where the existing legal framework is difficult to cover
emerging digital platforms. Although the Sherman
Antitrust Act in the United States regulates antitrust
behavior, it appears inadequate in the face of cross-
border development and data control by platform
companies. The EU's Digital Markets Act (DMA) and
Digital Services Act (DSA) provide new ideas for the
regulation of platform companies, emphasizing the
reduction of monopolistic behavior through increased
transparency and strengthened algorithm review.
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5.2 New Regulatory Strategies

In addition to traditional anti-monopoly regulation,
regulation in the digital economy era should pay more
attention to data governance and market behavior
review. As platform enterprises play an increasingly
important role in the market, their control over data and
application of algorithms have become important factors
in  monopolistic behavior. Therefore, platform
companies not only need to publicly disclose their data
collection and usage policies, but also must ensure that
this data does not infringe on consumer privacy and
avoid market monopolies through improper data
processing methods. At the same time, platform
companies should conduct mandatory anti-monopoly
reviews when conducting acquisitions and mergers to
prevent excessive market concentration from affecting
fair competition.

5.2.1 Data Sharing and Supervision

In order to prevent data from becoming a tool for
platform enterprises to monopolize, strict data
protection laws must be established. Promoting data
sharing and transparency can not only increase fairness
in data usage, but also encourage platform enterprises to
follow higher transparency standards in data processing,
safeguarding consumer privacy and interests.

5.2.2 Strengthen Algorithm Review

The algorithmic decisions of platform enterprises have
a significant impact on market prices and consumer
choices. Require platform companies to disclose their
algorithm mechanisms and conduct reviews to ensure
that algorithms are not used to manipulate prices or
suppress competition, thereby maintaining market
fairness.

5.2.3 Preventive Measures for Antitrust

In addition to post regulatory measures, preventive
measures should be taken to establish reasonable market
entry barriers and avoid monopolistic enterprises
eliminating potential competitors through technological
barriers or capital advantages. In addition, policies
should encourage innovative enterprises to participate in
market competition, enhance industry diversity and
vitality, and prevent further market concentration.

5.3 International Cooperation and Cross border
Regulation

As the characteristics of cross-border operations of
platform enterprises become increasingly apparent,
regulatory policies from a single country often struggle
to address platform monopoly issues on a global scale.
Platform enterprises often operate in multiple countries
and regions, and cross-border data flow and legal
differences in different countries make regulatory work
extremely complex. Therefore, governments of all
countries must strengthen international cooperation and

jointly formulate unified digital economy regulatory
rules to address the cross-border competition and market
concentration issues brought by platform enterprises.

For example, the European Union and the United
States have started in-depth dialogue on digital economy
regulation, committed to reaching consensus on data
protection, antitrust laws, platform transparency, and
promoting the construction of regulatory frameworks
worldwide. This not only helps with the standardized
management of cross-border platform enterprises, but
also provides better protection for global consumers.
Through joint supervision by multiple countries, it is
possible to strengthen the supervision of cross-border
platform enterprises, avoid gaps and loopholes in the
policies of a single country in global operations, and
achieve fair competition and market stability on a global
scale.

6 Conclusion

The monopolistic behavior of platform enterprises in the
digital economy era has had a profound impact on
market fair competition, consumer welfare, and data
security. Platform enterprises have formed a strong
market dominant position through mechanisms such as
acquisitions, data control, and network effects. To
address this issue, governments around the world should
strengthen the adaptive adjustment of anti-monopoly
laws, promote the introduction of new regulatory
strategies, especially measures such as data sharing and
algorithm review, to ensure fair competition and
innovative development in the market.

In future research, how to improve the global
regulatory framework in the digital economy era will be
an important topic that academia and policy makers
need to explore together.
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